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The Future of Accounting Disclosures
Glenda E. Ried, CPA 
The University of Toledo 
Toledo, Ohio
Definition
Accounting disclosures may be “viewed 
broadly as an information system useful 
for disclosing relevant information to 
decision makers.”1 The three financial 
statements (balance sheet, income state­
ment, and statement of changes in finan­
cial position) are, in fact, only one means 
of measuring and communicating eco­
nomic data to users. Even though the 
statements themselves constitute disclo­
sures of financial information, they are 
by no means the only accounting disclo­
sures. Information not expressible in 
monetary amounts should be included in 
the definition of accounting disclosures; 
therefore, the term “accounting disclo­
sures” has no established set of bounda­
ries.
History
Accounting disclosures have undoubtedly 
improved in quality and expanded in 
scope since double-entry bookkeeping 
was invented in the fifteenth century. 
This has been especially true since the 
turn of this century. Managers have al­
ways been reluctant to disclose much 
information for fear that it would aid 
their competitors. However, the demand 
by investors for more information en­
couraged — even forced — the expansion 
of accounting disclosures. The Securities 
Act of 1933 and the Securities Exchange 
Act of 1934 instituted requirements 
which rapidly increased the number and 
quality of disclosures. In addition, the 
1934 Act created the Securities and 
Exchange Commission to enforce these 
Acts. A further extension of the disclo­
sure rules is provided in the Securities 
Acts Amendments of 1964.
In order to further enhance the general 
reliability of accounting disclosures, the 
American Institute of Certified Public 
Accountants established two committees 
in 1938: the Committee on Accounting 
Procedure and the Committee on Termi­
nology, which released a series of Account­
ing Research Bulletins. These committees 
were succeeded by the Accounting Prin­
ciples Board in 1959, which issued a num­
ber of Opinions before it, in turn, was 
succeeded by the Financial Accounting 
Standards Board in July 1973.
Nature of Disclosures
A theoretical discussion of accounting 
disclosure does not tend to draw a dis­
tinction between managerial accounting 
and public financial accounting. Bedford 
“suggests that accounting disclosures span 
both information development and trans­
mission. In this context, an accounting 
disclosure is a representation of an under­
lying reality that may or may not be 
transmitted to specified groups.”2 Gen­
erally, “what is disclosed depends upon 
the processes available to develop the 
information, and what needs to be dis­
closed will influence the techniques 
included in the accounting process.”3
With reference to accounting disclo­
sures, society today is faced with the 
problem of determining what its objec­
tives should be. Since accounting is con­
cerned with the development, mea­
surement and communication of informa­
tion it should be concerned with the 
informational needs of groups and indi­
viduals. Different information may be 
needed for different purposes. When enti­
ties adopt new objectives, their informa­
tional needs will change and new types of 
disclosures will be necessary.
Society’s problem of establishing 
proper goals is complex. Accounting must 
be concerned with this problem in order 
that accounting disclosures, in evaluating 
performance, do not misdirect decision­
makers. A good example of the changing 
values of society and their influence on 
accounting disclosures is the emerging 
concern with the environment.
In the past accounting disclosures have 
been primarily concerned with income 
maximization. American society is now 
taking on many characteristics of a post­
industrial society and hence the vast 
changes brought about by technology 
affect its social and human values. There 
is no reason, theoretically, why account­
ing disclosures cannot be a bridge be­
tween technology and social science.
Accountants have new analytical tools 
available to help them provide the neces­
sary disclosures to meet the needs of de­
cision-makers. Accounting measurements 
can be expanded through the use of these 
new tools. Some of them, to name a few, 
are linear programming, statistical sam­
pling, cybernetics, game theory, and sys­
tem simulation.
Scope of Disclosures
For accounting disclosures to be relevant 
to the needs of the accounting profession, 
Bedford lists six characteristics of the 
“scope” of accounting disclosures:
1. The users to be supplied the infor­
mation,
2. The uses to which the disclosures 
are directed,
3. The type of information to be 
provided,
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4. The measurement techniques to be 
used,
5. The quality of the information dis­
closed, and
6. The disclosure devices used.
Users range from the traditional inves­
tors, management, and creditors to the 
general public users such as labor unions, 
students, economists, and governments 
among others. General public users as a 
group have grown rapidly. In the future 
accounting disclosures, rather than pre­
senting “general-purpose financial infor­
mation that is designed to serve the 
common needs of owners, creditors, man­
agers and other users,”5 may need to be 
directed to the specific type of user. 
Greater governmental control may be in 
the offing if accountants fail to recognize 
the needs of the general public.
Accounting disclosures have been 
traditionally used to evaluate the eco­
nomic progress of an entity. The current 
trend is to use the disclosures to plan 
company activities, motivate and control 
procedures and improve investment deci­
sions.6 Future possibilities provide for 
intercompany coordination and a height­
ened public confidence in a firm’s activi­
ties. The issue of social responsibilities 
presents unusual disclosure demands of 
accountants.
The information currently generated 
by accounting systems is generally based 
on monetary transactions of the firm. In 
the future both monetary and non­
monetary data may be needed with the 
non-monetary data providing a more 
comprehensive business information 
system embracing the total environmental 
setting of the entity’s activities.
Measurement techniques have already 
expanded from an arithmetical bookkeep­
ing system into computer-based storage 
systems and probability measurements. In 
the future, measurement techniques, not­
withstanding communication problems, 
will undoubtedly reach into the total 
management-science area.
Although satisfactory in terms of past 
needs, the quality of disclosures must 
have greater relevance for specific deci­
sions. With more relevant information, 
better decisions should be made.
The traditional disclosure devices, the 
three financial statements, have expanded 
into the use of charts, information­
display rooms, and currently into the 
publishing of annual reports in news­
papers. The entire area of psychology in 
human communication is open for study 
and use by the accountant.
Future of Accounting Disclosures
The “expansion of accounting-disclosure 
concepts may be limited, unless means 
are proposed to encourage the expansion 
of the structure of accounting knowl­
edge.”7 Accountants need to be sensitive 
to desired changes. Some of the future 
possibilities and/or proposed expansions 
in the area of accounting disclosure are:
1. Social costs such as pollution of the 
air, water, and land. To the extent that 
pollution activities do not create costs to 
industry, there is a social cost to society 
not now measured and disclosed.
2. Human resources is a new area in 
which companies attempt to place a 
valuation on their employees for educa­
tion, training cost, age, length of time 
with company, and health. The disclosure 
may even be of a nonfinancial nature 
such as number and loyalty of customers.
3. Budgets and their comparison with 
actual operations may be disclosed. This 
could include changes in technological 
equipment, products, personnel, et 
cetera.
4. Management audits could disclose 
the extent to which management prac­
tices meet the standards of management 
policies.
5. Quantitative methods will produce 
more precise information in accounting 
disclosures and give greater reliability and 
greater support to the judgment of the 
accountant. Statistical sampling may be­
come generally accepted by business.
6. Quantitative information, rather 
than further expansion by explanatory 
notes, may be the trend.
7. Interpretation of accounting prin­
ciples will be more prevalent. As the 
concepts of assets and liabilities broaden, 
so will the disclosure principles expand. 
The effect of price-levels may be recog­
nized.
8. Multiple disclosures of different 
information for different needs, different 
formats for different purposes, specific 
disclosures supplementing general dis­
closures may become common.
Conclusion
In 1969, Davidson predicted “there will 
be an increase in the amount of informa­
tion contained in corporate annual re­
ports . . . We can look forward both to 
the publication of additional financial 
statements or schedules in the annual 
report and to the inclusion of greater 
amounts of statistical data in it.”8 As the 
result of a study Gleim thinks that 
“disclosure of supplementary financial 
and operating data consistently and uni­
formly within individual industries is a 
logical and orderly step in improving 
corporate disclosure.”9
Expansion of accounting disclosures 
will undoubtedly continue because the 
values and needs of society keep chang­
ing. As people are called upon to make 
decisions never made before, e.g., how 
much air pollution is tolerable, how clean 
should a river be, they will ask for data 
never accumulated before. If accountants 
are to meet this challenge, they will have 
to learn to develop and transmit informa­
tion for a variety of decision-makers.
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